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SUBJECT: DAVIGNON ON STEEL 

1 . DAVIGNON, COMMISSIONER FOR INDUSTRIAL POLICY, CALLED 
ME IN LATE OCTOBER 12 TO DISCUSS STEEL. HE COVERED HIS 
RECENT CONVERSATION WITH A JAPANESE VICE MINISTER, HIS 
LINE AT THE ROME STEEL MEETINGS, HIS OCTOBER 1 1 PRESS 
CONFERENCE, AND HIS SUGGESTIONS FOR NEXT MOVES. HE 
WANTS US REACTIONS TO THE LATTER. 

2. DAVIGNON BEGAN BY TELLING ME THAT WHEN HE MET LAST 
WEEK WITH MITI VICE MINISTER MARSULA (?), MARSULA HAD 
COMPLAINED ABOUT US ANTI-DUMPING ACTIONS AND INQUIRED 
ABOUT EC INTENTIONS IN STEEL SECTOR. DAVIGNON SAYS HE 
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GAVE HIM NO SYMPATHY ABOUT DUMPING AND INDICATED HIS 
OPPOSITION TO FURTHER IMPORTANT BILATERAL RESTRAINT AGREE- 
MENTS. HE, DAVIGNON, ARGUED THAT THE DIMENSION OF THE 
STEEL PROBLEM WAS SO GREAT THAT BILATERAL TRADE LIMITA- 
TIONS, AT THIS STAGE AT LEAST, WOULD BE BAD POLICY. MAR- 
SULA ALLEGEDLY REPLIED THAT WHILE JAPANESE INDUSTRY 
FAVORED ADDITIONAL RESTRAINT AGREEMENTS, MITI AND THE GOJ 
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HAD NOT YET TAKEN A POSITION. 

3. DAVIGNON ADDED THAT HE BELIEVED JENKINS WOULD TAKE 
A SIMILAR LINE WHILE IN JAPAN, TO WIT: UNTIL THE RASH 

OF WORLD STEEL PROBLEMS ARE SORTED OUT, IT WOULD BE A 
MISTAKE TO NEGOTIATE FURTHER VOLUNTARY RESTRAINT AGREE- 
MENTS. 

4. IN ROME, DAVIGNON HAD INFORMALLY ADDRESSED ABOUT 
SEVENTY OF THE WORLD'S LEADING STEEL PERSONALITIES AT A 
BUREAU LUNCHEON. HE HAD, HE SAID, BEEN BLUNT. HE HAD 
MADE THREE POINTS: FIRST, ANYONE WHO THOUGHT THAT 
NATIONAL RESTRICTIVE ACTIONS COULD BE TAKEN WITHOUT RE- 
TALIATION IN THE PRESENT CLIMATE WAS MISTAKEN. ACCORD- 
INGLY, IT WAS IMPORTANT TO TALK TOGETHER, NOT TO CONFRONT. 
SECOND, HE SAID HE COULD NOT UNDERSTAND HOW ANYONE COULD 
THINK THAT SIMPLY RESTRICTING IMPORTS INTO EUROPE OR 

INTO THE US COULD SOLVE THE PROBLEM. THIS WOULD DO 
NOTHING ABOUT THIRD COUNTRY MARKETS NOR ABOUT PRICES. 
TRADE RESTRICTIONS OUTSIDE OF AN UNDERSTANDING ABOUT 
GOALS FOR THE WORLD STEEL INDUSTRY WOULD BE A COSTLY 
MISTAKE. THIRD, UNDOUBTEDLY STEEL INDUSTRIES NEED HELP 
TO ADJUST TO THE NEW SITUATION WHICH ARGUES THAT NEW 
RULES OF THE GAME ARE REQUIRED WHICH WILL RESTORE CON- 
FIDENCE IN THE INDUSTRY ABOUT THE MEDIUM- 
TERM OUTLOOK. HE HAD SAID THE COMMISSION IS READY 
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TO PARTICIPATE IN A DISCUSSION OF THESE NEW RULES AND 
MONITORING MECHANISM. HE HAD ALSO OUTLINED THE COMMISSI- 
ON'S STEEL POLICY BUT THAT IS OLD HAT. 

5. HE HAD FELT IT NECESSARY TO GO PUBLIC YESTERDAY 

WITH A PRESS CONFERENCE BECAUSE HE WANTED TO MAKE CLEAR 
THAT HE OPPOSED THE EUROFER PROPOSALS FOR A BILATERAL 
RESTRAINT AGREEMENT WITH THE US AND BECAUSE ON THE EVE 
OF THE WHITE HOUSE STEEL CONFERENCE HE WANTED TO SIGNAL 
THAT HE WAS HOLDING TO THE LINE HE HAD DISCUSSED WITH 
AMBASSADOR STRAUSS ON SEPTEMBER 21. HE HAD ALSO MADE 
CLEAR THAT THE COMMISSION FAVORS TALKS BEYOND THE PRE- 
SENT OECD EFFORT AND WANTS SUCH TALKS TO DEAL WITH 
BOTH STRUCTURAL AND CONJUNCTURAL PROBLEMS. 

6. THE REAL QUESTION WAS WHAT TO DO NEXT. HE WOULD LIKE 
US REACTIONS, ESPECIALLY AMBASSADOR STRAUSS' REACTIONS, 

TO HIS SUGGESTIONS. FIRST, HE KNEW TIME WAS PRESSING 
BUT HE THOUGHT IT WOULD BE BETTER TO USE THE ALREADY 
SCHEDULED US-EC CONSULTATIONS ON NOVEMBER 7-8 FOR A 
POLICY REVIEW OF STEEL ISSUES. HE WAS READY TO JOIN 
HAFERKAMP IN THOSE DISCUSSIONS FOR THIS PURPOSE. SECOND, 
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HE THOUGHT IT WOULD BE USEFUL IF LOEFF AND SEVERAL 
OTHER COMMISSION OFFICIALS COULD GO TO WASHINGTON IN 
ABOUT TEN DAYS TO EXCHANGE IDEAS AND PREPARE FOR THE 
NOVEMBER TALKS. IN NOVEMBER IT WOULD BE CRITICAL TO 
REACH AGREEMENT ON A SUBSTANTIVE APPROACH TO THE WORLD 
STEEL PROBLEM AND ON A TACTICAL PLAN FOR OBTAINING 
JAPANESE AGREEMENT. 

7. I COMMENTED THAT HIS PRESENTATION WAS CLEAR AS FAR 
AS IT WENT AND THAT I WOULD SEEK WASHINGTON'S REACTIONS. 
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1 ASKED IF HE COULD SAY SOMETHING MORE ON SUBSTANCE. 

HE REPLIED THAT COMMISSION THINKING HAD NOT FULLY JELLED 
BUT THAT IF A REVIEW OF THE OECD NUMBERS INDICATED EX- 
CESS CAPACITY WOULD EXIST IN THE 80'S, SOMETHING ABOUT 
CAPACITY MIGHT BE CALLED FOR. HE WOULD PROBABLY BE 
OPEN TO EITHER OR BOTH ACTIONS ON PRICE AND QUANTITY, 
PROVIDED NEW RULES WERE ARRIVED AT THAT WOULD GIVE PROMISE 
THAT SUCH TEMPORARY ACTIONS WOULD BE COMPATIBLE WITH 
AGREED LONG-TERM OBJECTIVES. SUCH ACTIONS COULD BE TAKEN 
IN THE GATT, OECD, OR ELSEWHERE. FINALLY, A MONITORING 
MECHANISM FOR THE ADJUSTMENT PROCESS WOULD BE REQUIRED. 

8. SEE SEPTEL FOR SOMEWHAT DIFFERENT VERSION OF DAVIG- 
NON'S IDEAS CONVEYED TO ECON COUNSELLOR BY MEMBER OF HIS 
PERSONAL STAFF. 

9. ACTION REQUEST: ADVISE RE US REACTION TO PROPOSED 
LOEFF VISIT AND STEEL POLICY TALKS WITH DAVIGNON 
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NOVEMBER 7-8. HINTON 
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